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: Healy 
EDAC it = TACit/Ait-1 
Where: 
EDAC it = Estimated discretionary accruals for firmi in 
year t. 


TACit = Total accruals for firm i in year t 

A it-1 = Total assets for firm i at the beginning of year t. 
“i” refers to the firm or the industry depending on whether 
the analysis is time series or cross-sectional. 
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:DeAngelo 
EDAC it = TACit — TACit-1 /Ait-1 
Where: 
EDAC it = Estimated discretionary accruals for firmi in 
year t. 


TACit = Total accruals for firm i in year t 

A it-1 = Total assets for firm i at the beginning of year t. 
“i” refers to the firm or the industry depending on whether 
the analysis is time series or cross-sectional. 


Sg AO) till laa! Ge SL DeAngelo ¢s0i (4 Uulill Lbs juss 
ily OLY) pe GLY go) Ge fy Cue -AgILAI) 5 tall 08 Glau) le 
Lay bl) Juicy! (4 S&L Y DeAngelo cisaiy ApleifY) Gy, bil pei 

AyslLeify | 
5 Healy (adse 4 ils ll sul Gl Gs (Dechow.et. al, 1995) 
Gaal sys pall GlaY!) GousyY! pe Glayl cs «ss DeAngelo 
coh OSS OLE) Glas 5 GAY 858 Ge Gl (Agulall told al IY! 
GOMES) GléauY) Glug Quadgeill Gld IAI adil 598 8 pds bas gill 

ses O94 
3 Healy cadoel okt Sha cigs Ge pil Jones (1991) aula 
4S Sl Ayla) Ca, bl fh 4 aSaill ayaall cA gail ¢ ty Cus DeAngelo 


of SY! Gl cals) Gest Gob ge GWEY! 3 Gleiy! Cle 
lll) gail) cle GS gail dolue aig Ay Lisl 


TACit / Ait-1 = ail (/Ait-1) + Bil(AREVit /Ait-1) + Bi20PPEit/Ait-1) 


+ €u 
Where: 

TACit =Total Accruals for firm iin year t, 
Ait-1 | =Total Assets for firm i at the beginning of year t, 
AREVit = Change in revenue for firm i from year t-1 to year t 
, and 
PPEit =Gross property, plant, and equipment for firm i in 
year t. 


All variables are deflated by beginning total assets 
to adjust for heteroscedasticity. 
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zgllill gail le Jaeall eS gail ul pall 
EDACit = TACit / Ait-1 - [ail (1/Ait-1 ) + bil (A REVit — AARit )/ 
Ait-1 ) + bi2 (PPEit/Ait-1)] 


Where: 

EDACit = Estimated discretionary accruals for firm i in year t, 
TACit = Total accruals for firm iin year t, 

Ait-1 = Total assets for firm i at beginning of year t, 


A REVit= Change in revenue for firm i from year t-1 to year t, 
AARit = Change in accounts receivable for firm i from year t-1 to 
year t, 

PPEit = Gross property, plant and equipment for firm i in year t, 
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TAt = (ACat — ACLt — ACasht + ASTDt — Dept) / (At-1) 

Where: 

Tat = Total assets total assets for firmt . 

ACat = Change in current assets, 

A CL = Change in current liabilities, 

A Cash = Change in cash and cash equivalents, 


A STD = Change in debt included in current liabilities, 
Dep = Depreciation and amortization expense, 
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